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THE ANGLO-AMERICAN FINANCIAL AGREEMENT 
1. INTRODUCTORY 


The agreements on financial and other economic questions! concluded 
between the British and American Governments in December 1945, after 
several months of concentrated negotiation in Washington, are bound to 
prove important, for good or for ill, or for a mixture of the two. They look 
very differently as seen through American and through British eyes. To the 
average American they represent an act of great, if not excessive, generosity ; 
indeed, considerable doubt remains as to whether Congress can be persuaded 
to vote the necessary funds. The average Briton regards them as a hard 
bargain, only to be accepted with profound misgivings under the pressure of 
urgent need. These contrasted reactions reflect different views, not only as 
to what is fair and reasonable in allocating the costs of the war, but also as to 
what is desirable and practicable in international economic relations in the 
years that lie ahead. Upon the latter matter, it seems probable that we are in 
the early stages of a long and complicated controversy, and for every reason, 
including not least the avoidance of unnecessary Anglo-American mis- 
understanding, it is important that the issues involved should be frankly and 
thoroughly discussed. 

The agreements cover a wide ground. First, they provide for a final 
settlement of all claims arising out of the war-time arrangements for Mutual 
Aid. Under this Great Britain becomes liable for a total sum of $650 
millions, or about £160 millions. Next the United States Government ex- 
tends to the United Kingdom Government upon certain terms and conditions 
a ‘line of credit’ of $3,750 millions, or about £934 millions, which can be 
drawn upon at any time up to the end of 1951. The financial terms for the 
repayment of this credit and for the discharge of the £160 million liability 
for Mutual Aid are the same, viz., repayment in annual instalments over 50 
years, beginning in 1951, with interest at 2 per cent. Assuming that the credit 
is fully drawn, the United Kingdom Government will have to pay under this 
arrangement about $140 millions, or £35 millions, each year for fifty years. 

But the United Kingdom Government also gives various undertakings as 
to policy. Some of these undertakings, notably those relating to the “ con- 
vertibility ’ of sterling, form an integral part of the financial agreement, and 
are therefore already binding upon us. For the rest, they are represented by 
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a declaration of general support for the proposals contained in another 
document.! This deals with commercial policy and is put forward by the 
United States Government ‘ for consideration by an International Confer- 
ence on Trade and Employment ’. The United Kingdom declares itself to be 
‘in full agreement on all important points in the proposals and accepts them 
as a basis for international discussion’. It promises to ‘ use its best endea- 
vours to bring such discussions to a successful conclusion in the light of the 
views expressed by other countries’. Preliminary negotiations on these 
matters are to begin ‘ at an early date’. 


2. THE SETTLEMENT OF WAR CLAIMS 


It will be convenient to consider the different parts of the arrangements in 
the order in which they have been set out. Of the $650 millions at which the 
net Mutual Aid claims have been settled, a sum of $118 millions, or nearly 
one-fifth of the total, is in respect of supplies which were already ‘in the 
pipe’ when V.J. day brought the lease-lend system to an end. Further, it is 
understood, though this is not expressly stated in the text of the document, 
that the remaining sum of $532 millions has been reached by computing the 
net value of the supplies previously furnished under lease-lend, but still 
unconsumed on V.J. day. On this assumption, the essential feature of the 
transaction is the sharp line that has been drawn between those lease-lend 
supplies which had been used up, and those that were still available when the 
war with Japan ended. Claims in respect of the former have been waived ; 
but Great Britain has to pay in full for the latter, in instalments over 50 years 
and with interest at 2 per cent. Since Congress only voted the necessary 
money for lease-lend supplies on the President’s formal assurance, renewed 
for each successive vote, that the provision of these supplies was essential to 
‘ the defence of the United States ’, the distinction is a natural and reasonable 
one from the American standpoint. In American eyes, moreover, the fact 
looms large that the United States is the only country, apart from Canada, 
which has given substantial aid to the British war effort, except on terms of 
full repayment. In these circumstances, the complete waiver of any payment 
for supplies consumed up to V.J. day seems to the ordinary American to 
carry generosity to the furthest permissible point. 

On the British side, however, it had always been taken for granted that no 
monetary payment would be expected for lease-lend supplies. Was not the 
invention of this novel, if studiously ambiguous, phrase intended to mark a 
contrast with tie inter-Allied loans of the previous war ? Did not talk about 
taking the dollar sign out of trade imply that lease-lend supplies were in the 
nature of a gift, and was it not a tacit understanding to this effect that alone 
made reasonable the American insistence that we should curtail our war-time 
exports as drastically as we did? On the other hand, a total war effort such 
as Britain made entails a large external as well as internal expenditure, which 
cannot suddenly be cut to nothing when the enemy surrenders ; and the 
end of the war has in fact found us with an economy so twisted out of its 
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containing ‘ Statistical Material presented during the Washington Negotia- 
tions *’ the deficit on the United Kingdom balance of payments for 1946 
‘may be £750 millions’. From the British standpoint, these £750 millions, 
to say nothing of the smaller deficits expected in the succeeding years, form 
an integral part of the overseas expenditure incurred by us under the arrange- 
ments that were concerted for the most effective prosecution of the war. And 
this, of course, takes no account of the still heavier expenditure incurred 
before lease-lend began. In British eyes, accordingly, the V.J. day line seems 
artificial and inequitable, and the waiver of repayment for supplies consumed 
before this date the barest minimum of what we were morally entitled to 
expect. 

None the less, though the arrangement for the liquidation of war claims 
is very differently regarded on the two sides of the Atlantic, it would probably 
be accepted on both with sufficiently good grace if this were all. There is no 
clear or accepted code of equity for the distribution of war costs between 
countries that have been partners in a war. The precedents are on the whole 
on the American side of the argument, though modern conditions of total 
war have rendered these precedents of little worth. In the absence of an 
accepted code, fair-minded countries, like fair-minded individuals, may ditfer 
widely as to what is fair, especially where the equities are mixed; and how 
mixed the equities of this matter are, will become manifest as soon as we 
enter upon the negotiations, foreshadowed in the agreement under dis- 
cussion, for the settlement of sterling balances held by countries in the sterl- 
ing area. The greater part of these balances has been accumulated during the 
war from the supply of goods and services to the United Kingdom, essentially 
analogous to the supplies furnished on lease-lend terms by the United States. 
In India and the Middle East, moreover, the balances have been swollen by 
the fact that we purchased our supplies at highly inflated prices which were 
not restrained by effective measures of price control. Finally, a substantial 
part of the balances standing to the credit of India and Egypt is attributable to 
the military expenditure undertaken by the United Kingdom for the pro- 
tection of these countries. If, therefore, a simple appeal is made to the 
principle of equality of sacrifice in a common war, and if certain other highly 
important considerations are disregarded, there is at least as strong a case in 
equity for writing down these sterling balances as for writing-off the American 
lease-lend supplies. As has been noted above, Americans are naturally 
sensitive to this aspect of the matter: why should thcy be the only people 
expected tc make free gifts to the British and singled out for reproach when 
they do not give as much as we had hoped ? It is doubtless for this reason 
that the intention of the United Kingdom Government to negotiate a writing- 
down of the sterling balances is expressly referred to in the Anglo-American 
financial agreement. 

Of course, there is another side to the writing-down of these sterling 
balances. India and Egypt and the other Middle-Eastern countries which are 
principally concerned are poor communities. ‘Ihe sterling balances with 
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which they have emerged from the war represent capital assets which may be 
of great help in enabling them to raise their living standards to a level nearer 
ours, though still far below it. Is it reasonable to insist on retrospective 
arrangements, which will deprive them of this advantage, unless at any rate 
it is quite clear that it is beyond our capacity to discharge in full our existing 
obligations to them? It would be out of place to pursue these questions 
further in the present article ; but the reference that has been made to them 
may serve to bring out the complexities of these issues. Questions of fairness 
between different creditors, as well as between creditors and debtors, are 
involved ; and so are questions concerning different national standards of 
life and the ease with which different countries can be paid. There are no 
scales in which considerations like these can be weighed against one another. 
In these circumstances, a settlement of war claims which would do full 
justice to the equities of the problem as seen through British eyes was never 
to be expected ; and the settlement actually embodied in the financial 
agreement could be accepted as a reasonable compromise between divergent 
views, if it stood alone. It may be hard that the large and creditable part we 
played in the war should leave a heavy burden of external debt upon us. 
But that is the way of the world. 


3. THE CREDIT AND ITs FINANCIAL TERMS 


From the American standpoint, their generosity in waiving any claim for 
payment for most of the lease-lend supplies is enhanced by their consent to 
help the United Kingdom over its transitional difficulties by extending a large 
credit at a low rate of interest. Undoubtedly the credit is large, as measured by 
the standards of all previous loan transactions : by the same standards an in- 
terest rate of 2 per cent is undeniably low; and the agreement also contains 
provisions for waiving the payment of the interest in certain contingencies. 
It appears that it was upon these questions of the size of the credit, the rate of 
interest, and the conditions under which the payment of the interest may be 
waived, that most of the ‘ hard bargaining ’ at Washington, on which so much 
emphasis has been laid, was focussed. Yet though these questions were by 
no means unimportant they are surely far less important than other items of 
the agreement which appear to have been treated far more casually. 


Of the total debt charge of £35 millions per annum, the interest charge 
accounts on the average for little more than one-third (though it is true that 
the proportion is nearer two-thirds in the earlier years) ; so that the annuity 
would not have been materially different, if the interest had been reckoned at 
a lower or at a slightly higher rate. The provisions for the waiver of interest 
it may be apprehended, are more likely to be a source of future Anglo- 
American dispute than a real relief to us. ‘These provisions are cumbrously 
phrased; but their guiding principle is that the payment of interest can be 
waived if our total receipts from exports, together with invisible current 
transactions, are insufficient to defray our pre-zoar volume of imports. But 
in order to bring our balance of payments back to equilibrium, leaving the 
American debt charge out of account, we must export much more than we 
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did in 1936-8, and for this purpose we shall need to import a larger volume of 
materials. Thus, subject to the qualification that follows, we must contrive 
somehow to build up our export trade to a level which would debar us from 
the right to claim waiver of interest. Otherwise we shall fail to adjust our 
balance of payments, apart from the American debt charge, and shall become 
unable to discharge the other obligations of the agreement. The above is 
subject to the possibility that we might attain equilibrium partly by curtailing 
the volume of our imports for home consumption below the pre-war level. 
But the undertakings as to policy contained in the agreement will make it 
more difficult for us to do this, with a population appreciably increased in 
numbers, without serious injury to the standard of life. 


4. IMpoRT RESTRICTIONS 

It is these undertakings as to policy which are by far the most serious 
feature of the whole arrangement from the British standpoint. Two main 
kinds of undertaking are embodied in the financial agreement itself, under- 
takings as to the convertibility of sterling and undertakings as to the use that 
may be made of import restrictions. It may be convenient to take the latter 
first, since it links up with the immediately preceding point. We have under- 
taken that if we impose or maintain quantitative import restrictions, ‘ such 
restrictions shall be administered on a basis which does not discriminate 
against imports ’ from the United States ‘in respect of any product’. This 
undertaking, which is to become effective not later than the end of 1946, is 
subject to exceptions in favour of imports from countries with inconvertible 
currencies or from countries ‘ whose economy has been disrupted by the 
war’; but there are no exceptions in favour of imports from within the 
Empire. No attempt is made in the financial agreement to define what is a 
non-discriminatory basis for import restrictions; but an answer to this 
difficult conundrum is given in the proposals on commercial policy which 
await consideration by an international conference. According to this, when 
the system of quotas is employed, these quotas must be allocated, so far as is 
practicable, on the basis of imports from different sources ‘in a previous 
representative period ’. This is not a very satisfactory criterion at any time, 
and it will be especially inappropriate and difficult to apply in the early post- 
war years. Clearly, therefore, if we retain import restrictions after the end of 
1946, there will be much room for dispute as to whether we have observed or 
violated this undertaking. 

In principle, however, we have debarred ourselves, as trom the end of the 
present year, of the right to curtail our imports of any commodity from the 
United States by quantitative regulation, unless we curtail proportionately 
our imports from within the Empire. Naturally, we shall be very reluctant 
to impose restrictions on imports from Empire sources: and the ordinary 
objections to such action will be greatly increased, if the commodity is one 
which we are anxious to import without restriction from particular foreign 
countries in order to make use of our holdings of inconvertible currencies. 
To invert the principle of Imperial Preference in this way might, indeed, 
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The effect of the foregoing is that it may be extremely difficult for us within 
a year from now to use the instrument of quantitative import restriction 
effectively. Any attempt to use it will expose us to American complaints that 
the non-discriminatory undertaking, on the faith of which they have lent us 
over £930 millions, is not being properly observed, and will raise the difficulty 
of assigning quotas to any Dominions or colonies from which the commodity 
may also be imported. The instrument of quantitative regulation will thus be 
blunted; and having regard to the huge readjustment that we have to effect 
in our balance of payments, this may prove a most serious matter. It may be 
beyond our powers, under the international trading conditions that are fore- 
shadowed, to increase our exports to the high level, i.e. to a volume 50—75 
per cent above pre-war, that is required if equilibrium is to be attained by 
this means alone. Failing this, a reduction of our national import-bill, though 
this is always a pis-aller, will be essential, and in this event, as is suggested 
by our own war-time experience and by the peace-time experience of many 
other countries, the deliberate and systematic selection of our imports, such 
as can only be achieved by quantitative regulation, may be of the first import- 
ance. 


The items that make up a country’s import-bill, when imports are un- 
regulated, and subject only to the impediment of old-established protective 
tariffs, are extremely miscellaneous. They include necessaries and luxuries; 
commodities of which people consume too little, and commodities of which 
they consume more than enough, for a satisfactory standard of life; materials 
that might have been and materials that could not have been produced at 
home. There is also what is sometimes called the ‘invisible’ import of 
expenditure on foreign tours or travel, which makes a call on the foreign 
exchange resources of the tourist’s country. Great Britain before the war 
incurred overseas expenditure on a wide range of purposes, which included 
wheat, meat, fruit and tobacco; cotton, wool, iron-ore, petrol and newsprint; 
motor-cars, wine, films, holidays at Monte Carlo and luxury cruises. Under 
unregulated conditions the amount of foreign exchange which a country 
spends upon each of these diverse purposes is determined as the aggregate 
result of the decisions of its individual citizens and business men, in accord- 
ance with the length of the purse which each happens to command. That is 
well enough for a country which has plenty of foreign exchange resources. 
But it is not a satisfactory arrangement for a country that is suffering from an 
acute shortage of external purchasing-power. A country in this position can 
ill afford to fetter its freedom to lay out a limited international income to the 
best advantage. Yet we have accepted, very casually, it would appear, what 
may prove very hampering restrictions on this freedom. 


5. THE CONVERTIBILITY OF STERLING 


The stipulations about convertibility may have even more serious conse- 
quences. We promise, within a year of the date when Congress agrees to the 
line of credit, to make ‘ the sterling receipts from current transactions ’ of all 
countries, whether within or without the sterling area, fully conyertible inta 
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any other currency. This undertaking is subject to an exception for receipts 
‘ arising out of military expenditure’. We are still free to ‘ block ” sterling 
balances that may have accumulated before this date. But any part of these 
balances that we decide to block, we must block absolutely, for sterling pur- 
chases no less than for dollar purchases; since we further undertake that ‘ any 
sterling balances released or otherwise made available for current payments 
will . . . be freely available for currency transactions in any currency area 
without discrimination’. Thus any country can call upon us, within little 
more than a year from now, to supply it with dollars to an amount represented 
by its favourable balance of payments with us (subject to the reservation for 
military expenditure), together with that part of the accumulated balances 
that we agree to release. Since the world is hungry for goods, most of which 
can be obtained most easily from the United States, we must expect to 
be called on to supply dollars to virtually the full extent of this twofold 
liability. Moreover, since the convertibility of the balances that are released 
is to be the quid pro quo offered to induce sterling area countries to agree to 
cancel another part of the balances, it must be presumed that it will be 
necessary to release a substantial part of them. Clearly, under these arrange- 
ments, we must expect to lose dollars on a large scale unless we can succeed 
in readjusting our balance of payments quickly. 


The size of the doliar credit is about £934 millions. Our adverse balance of 
payments for the year 1946 has been officially forecast at £750 millions. We 
are not, it is true, obliged to provide dollars to meet the whole of this, since 
the convertibility obligation will only apply to receipts that begin to accrue 
in the following year. But a considerable part of the prospective 1946 deficit 
will be attributable to our purchases direct from the United States. It may 
not be easy during this year, when we clearly could pay in gold or dollars, to 
induce other foreign countries to supply us with their products for sterling 
which they must assume may be blocked indefinitely. Nor can we reasonably 
keep sterling area countries short of dollars for the purchase of supplies that 
are urgently needed by them no less than by ourselves. In practice, therefore, 
it seems very likely that the greater part of the credit will be used up during 
1946, and that only the smaller part will remain available to meet the obliga- 
tions relating to convertibility and the release of balances which have been 
described. But we cannot expect that our balance of payments will be fully 
restored to equilibrium by 1947. The White Paper follows the estimate of 
£750 millions as the deficit for 1946 with one of £500 millions as the deficit 
for ‘the two years 1947 and 1948 taken together’. This second forecast, 
though avowedly very speculative, appears to have been framed solely with 
reference to such factors as the time it takes to demobilize armies and to turn 
industries round from war to peace production, and the interval that elapses 
between the making of goods and the receipt of payment for them. It pre- 
supposes, that is to say, that sellers’ markets will continue. Clearly, therefore, 
we must expect that our dollar credit will be exhausted in two or three years, 
perhaps betore the process of readapting our economy to a peace-time basis 
is complete. ‘This presumably is what Lord Keynes had in mind when he 
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said in the House of Lords that the amount of the credit had been ‘ cut 
somewhat too fine’, and allowed no ‘ margin for unforeseen contingencies ’. 

Of this, in itself, no serious complaint can reasonably be made. We must 
strive to live within our international means as soon as possible; the function 
of any credit should be limited to tiding us over the interval before we can do 
so; and it is undesirable from every standpoint that this interval should be 
unnecessarily prolonged. There is probably much force in Lord Keynes’ 
dictum that ‘it may not be altogether a bad thing that there should be no 
sufficient margin to tempt us to relax. For if we were to relax we should 
never reach equilibrium and become self-supporting within a reasonable 
period of time ’. 

What is serious is the effect which the convertibility obligations may have 
in impairing our power to regain equilibrium, and to maintain it. They will 
remove the incentive which our customers would otherwise have had to buy 
from us because we buy from them. That this might have been a most 
important influence is shown by the fact that it has been thought necessary 
to insert the exception. for imports from countries with inconvertible curren- 
cies in the undertaking to refrain from discrimination in the use of import 
restrictions. The idea is clearly that in order to make any effective use of the 
currencies we may acquire from our sales to certain countries, we must be 
free to import particular products from them on a larger scale than we should 
do under fully non-discriminatory conditions. If sterling were not to be 
made convertible, precisely the same consideration would cause countries 
which hold sterling. balances to prefer, other things being equal, to buy 
commodities from us. Indeed this consideration might well have provided a 
basis on which trade agreements might have been negotiated with many 
countries both inside and outside the sterling area, ensuring both the con- 
tinuing inflow of the supplies we need from them, and a steady outflow of 
British exports by way of payment. 

The object of the convertibility undertakings is, of course, to make such 
arrangements impossible on the ground that they violate the principle of 
non-discrimination, and conflict with the aim of restoring multilateral trade. 
There would be much to be said for this point of view, if there were no 
serious balance of payments problem; though even so the case would remain 
strong for organised arrangements which might contribute an element of 
steadiness to the system of international trade, and the question would still be 
pertinent why it should be proper to ‘tie’ loans but improper to ‘tie’ 
import proceeds. In fact, however, the attainment and maintenance of 
reasonable equilibrium in the balance of payments constitutes by far the 
most important and fundamental problem in the international economics of 
our time. In these circumstances there is a legitimate place, on which it 
should be our cue to insist, for monetary and commercial arrangements 
calculated to influence the flow of trade in the directions required for equili- 
brium. Of course, this does not mean that no scope should be left for trian- 
gular trade, nor does it imply the creation of exclusive economic blocs. 
We shall always be ready and anxious to buy from the United States to the 
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full extent of our dollar earnings, direct and indirect : and so will the rest of 
the world. In the long run, it is impossible for a developed country like 
Great Britain to buy from the United States to a greater extent than this. 


Of Lord Keynes’ able defence of the agreements in the House of Lords, 
by far the weakest part was his treatment of the effects of early convertibility. 
He expressed himself as sceptical whether we were ‘ giving away’ much 
by this, arguing (1) that we could not expect sterling area countries to 
continue much longer to make over to us their dollar earnings, unless they 
were able to get dollars from us when they wanted’ them and (2) that the 
alternative to convertibility ‘ would be to build up a separate economic bloc 
which excluded Canada and consisted of countries to whom we already owed 
more than we could pay on the basis of their agreeing to lend us money they 
had not got and buy only from us and one another goods we were not able to 
supply ’. These would be pertinent arguments in support of the view that a 
large dollar credit is essential in order to see us through the next year or 
two, while our productive capacity for export is being developed, and conse- 
quently in support of the conclusion that this necessity is so compelling that 
we must accept any conditions, however damaging, which the Americans 
insist on attaching to the credit. But on the point whether these conditions 
may not seriously impair our power to right our balance of payments, Lord 
Keynes’ arguments are almost wholly out of place. His reference to goods 
which we and sterling area countries are ‘ not able to supply ’ clearly relates 
to 1946, when sterling will not be convertible. It should have no relevance to 
1948, and little we may hope to 1947. The question is what effect the convert- 
ibility undertaking will have in this and the following years, when our physical 
capacity to produce for export should be fully adequate to our needs, and 
when the supply of primary commodities should be largely increased through- 
out the world; in other words when difficulties of marketing begin to take 
the place of insufficient production as the limiting factor of our export trade. 
Under these conditions the removal from every country of the incentive to 
buy sterling goods in order to make use of sterling receipts or sterling balances 
or in order to increase the sales of their own products in our market, must 
tend to reduce the volume of goods we are able to export. 

The difference which this will make may well be crucial. To increase our 
exports to 50—75 per cent above their pre-war volume is necessarily a most 
formidable task, especially in view of the progress of industrialization in many 
of the countries which used to be our chief markets. Our best hope and 
reassurance lie in.the fact that, despite this movement towards industrializa- 
tion, there has hitherto been no sign in times of peace of any reduction in the 
supplies of primary commodities available for international purchase. On the 
contrary, for most primary commodities the demand-supply relation in the 
inter-war period was one of super-abundance. In these circumstances, 
Great Britain and the overseas countries engaged in primary production 
have a fundamental common interest in a mutually advantageous exchange 
of goods, which should be strong enough to enable us to solve our problem, 
if only our arrangements are such as to bring this common interest into play. 
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But the task is so large that it is difficult to believe that it can be accom- 
plished under unregulated competitive conditions which deny this common 
interest all expression. It is just conceivable that sellers’ markets may con- 
tinue to prevail for a year or two after our physical capacity to produce for 
export has been fully developed; and, if so, our export trade might for a 
brief phase attain the magnitude required. But this would not suffice. Our 
task is to maintain our export trade at this level over the average of good years 
and bad, after the sellers’ markets of the transitional phase have disappeared. 


6. BRETTON Woops 


‘Taken together, therefore, the stipulations about the convertibility of 
sterling and about import restrictions seem calculated to render well-nigh 
impossible a task which would be sufficiently difficult if our hands were free. 
These stipulations we have already accepted as an integral part of the financial 
agreement. As part of the same transaction, we have also incurred a series of 
further obligations, represented by our adherence to ‘ Bretton Woods’.1 No 
attempt can be made in the present article to discuss these obligations fully. 
So far as these relate to convertibility, they have in effect been superseded for 
Great Britain by the more stringent obligation just discussed. It is not easy to 
judge what the effect will be of the provision, which forbids member countries 
to alter their gold parities by more than 10 per cent without the approval of 
the new Monetary Fund. Certainly, it is to be expected that many of the 
parities provisionally fixed will later require radical revision; but whether the 
need to obtain the Fund’s approval will prove a helpful means of averting 
general confusion in the foreign exchanges, or whether it will hamper neces- 
sary readjustments will depend on the wisdom and judgement which the 
authorities of the Fund display. Perhaps the most serious defect of this 
provision is that it is based'on the assumption that exchange depreciations 
normally represent deliberate acts of policy, undertaken with the object of 
improving a country’s competitive position. In the past, however, there has 
only been one important depreciation, which has borne this deliberate 
character, namely the depreciation of the dollar in 1933. Most others, 
including the fall of sterling in 1931, were involuntary acts, forced by the loss 
of monetary reserves. In such circumstances, a measured reduction of the 
gold parity may be worse than useless. The suspension of convertibility may 
be the only adequate remedy; and if this course is inevitable, it is best under- 
taken before the country’s monetary reserves are near exhaustion. Certainly, 
it would not have helped us in September 1931 to have been allowed to apply 
for permission to reduce the gold value of the pound sterling by some speci- 
fied amount. How could we have judged then the extent of the depreciation 
that would have satisfied the world that no further depreciation was to be 
expected ? In future, no doubt, exchange control over capital movements 
may make a great difference; but the effectiveness of such control under 
conditions which expressly forbid ‘ restrictions on payments and transfers 
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that ‘ bear ’ raids will no longer be feasible on currencies that are the subject 
of distrust. Yet the Bretton Woods scheme seems to take this for granted. 


7. COMMERCIAL POLicy 


There remain the proposals for commercial policy. These are proposals 
only, not operative commitments; and we shall not be formally bound by any- 
thing which they contain, until they have run the gauntlet of an international 
conference. General agreement at such a conference will not be easy to attain; 
and if it is attained, the proposals will doubtless be much modified. It is 
unnecessary therefore in this article to examine them meticulously. On the 
other hand, just because these questions have not yet been settled, and we 
still retain some freedom of action, it may be especially important to appre- 
ciate clearly the broad issues that are at stake. 


In many quarters, including some of those critical of the financial agree- 
ment, the hope is entertained that the commercial policy project may prove 
our salvation, because it purports to aim at the reduction of trade barriers. 
This, however, is a dangerous illusion. First, the emphasis of the document 
is not on the reduction of trade barriers, but on ‘ the elimination of tariff 
preferences ’. True, it accepts the position that this cannot be attained unless 
there is also a ‘ substantial reduction of tariffs ’. But whereas it is completely 
silent as to what sort of reduction of tariffs should be regarded as substantial, 
and clearly implies that the process of reduction will be lengthy and compli- 
cated, it goes on to propose certain definite undertakings ‘ as one initial step 
in the process of eliminating tariff preferences ’. One of these is that no pre- 
ferential margin should be increased, and that no new preferences should be 
introduced ; there is no similar suggestion that no protective tariff should be 
increased. Secondly, the tariff reductions which the United States may be 
expected to offer will naturally be selected by the criterion of avoiding 
disturbance to American industry and employment. Along these lines, she 
may well be able to offer reductions which will look ‘substantial’. The 
United States has hitherto been a high-tariff country; and with the steady 
growth in her industrial efficiency, many of her duties on manufactured 
imports must be far higher than is now needed for effective protection 
against competition from abroad. But even impressive-looking cuts in such 
duties would do little in practice to increase her imports. ‘ 


It is worth noting in this connection that one of the sub-clauses of the 
commercial policy document reads as follows :— 

‘Commitments with regard to tariffs should permit countries to take 
temporary action to prevent sudden and widespread injury to the pro- 
ducers concerned. Undertakings for reducing tariffs should therefore 
contain an escape clause to cover such contingencies.’ — 

Once again there is no suggestion of a similar escape clause for preferences. 
Thus as between ourselves and the United States, the transaction fore- 
shadowed would be one under which we should be required to abolish the 
system of Imperial Preference in return for a reduction of duties which might 
be reversed promptly if it was found that it was enabling British manu- 


12 THE BULLETIN 


facturers to enter the American market on a substantial scale. Moreover, the 
British tariff would also have to be reduced. There is no suggestion in the 
document that reduction of tariffs should only be required from high-tariff 
countries or that a country with a strongly favourable balance of payments 
should be cc.atent with a lower tariff than a country with an adverse balance. 


To such criticisms it is commonly replied that we are not pledged to accept 
arrangements that would be plainly to our disadvantage; and Ministers in the 
Parliamentary debates were emphatic that we are perfectly free to judge any 
proposals that may emerge from the Conference upon their merits. ‘These 
assurances are unfortunately unconvincing. In the first place, we shall not 
enter the Conference with our hands free; we are committed to ‘ full agree- 
ment on all important points ’ with the American proposals, and consistently 
with this we can hardly defend, as we should, the reasonableness and rightness 
of preferential arrangements within the British Commonwealth. In the 
second place, there are various indications that those most directly responsible 
for our commercial policy believe that our best hope lies in using joint Anglo- 
American pressure to force other countries, against their better judgement and 
desires, to reduce their tariffs and other barriers to imports. As matters stand, 
it seems very probable that it will be to this end that our main efforts at the 
Conference will be directed. 3 

Such a policy would be most short-sighted. The advantages which it 
may seem to offer will almost certainly prove illusory. Many countries 
have to wrestle with balance of payments difficulties hardly less formid- 
able than our own. Unlike ourselves, they are not committed to early 
exchange convertibility; and they will also be able to take advantage of 
the ‘ escape clause’ for import restrictions on balance of payments grounds 
on which we have rightly thought it necessary to insist for our own protection. 
In these circumstances it is vain to suppose, that we can earn dollars indirectly 
by forcing such countries to admit our goods more freely. 

Again, many agricultural countries had recourse to protection during the 
inter-war years in order to promote a measure of industrial development. 
This was unquestionably one of the main causes of our heavy loss of export 
trade during this period. On the other hand, industrial development if 
undertaken along reasonable lines represents one of the most promising means 
by which poor communities can raise their standards of life. Attempts to 
force them to abandon it are therefore doomed to fail. 

None the less there appears to be a real danger that we may incur much 
unnecessary odium by taking a leading part in futile attempts of this sort to 
force policies on other countries that are highly unpalatable to them; that we 
may act in other words in the spirit of the monkey which had lost its tail and 
sought to induce the other monkeys to cut off theirs. If so, this will redound 
to our disadvantage later on, and will make it more difficult for us, when the 
unworkability of the American conception of international economic relations 
has been demonstrated, to conclude reasonable arrangements with other 
countries for a mutually welcome exchange of goods. 


For it is only on the foundation of recognized mutual advantage that our 
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expanding international trade ever has been or ever can be based. The notion 
that it can be secured by forcing reluctant countries to accept imports which 
they do not want or cannot pay for finds no support in commonsense or in 
experience. The British Free Trade tradition of the nineteenth century was 
rooted not only in our desire for exports to provide outlets for our manufactur- 
ing capacity, but even more deeply in our aeed for increasing supplies of the 
food and raw materials of which our imports were then almost exclusively 
composed. In those days the advantage of an extended international division 
of labour was equally palpable to the New World countries which were 
enabled thereby to draw on the industrial heritage of Europe for the rapid 
development of their own resources. It was not long, indeed, before the 
desire of these countries to establish manufactures of their own led them to 
decide that a Free Trade policy did not fit their needs. But the tariffs which 
they imposed for this purpose still left scope for a growing two-way trade; 
and in the circumstances of the period semi-automatic correctives of a freely- 
working multilateral system were sufficient to keep the balance of international 
payments in reasonable equilibrium. 

But after the changes brought about by two world wars that is no longer 
true; and the large readjustments which are required to-day can hardly be 
effected without the aid of deliberate and positive arrangements, such as 
the preferences and ‘ barter’ trade agreements which the commercial policy 
project is designed to outlaw. The essential characteristic of the Anglo- 
American economic agreements, taken as a whole, is that they are designed 
not to help the correction of disequilibrium in the balance of payments, but 
to forbid attempts to correct it, if these should seem injurious to American 
export trade. Hence the emphasis on non-discrimination, which is tanta- 
mount to a demand that the flow of international trade must not be influenced 
by balance of payments considerations. It is impossible to believe that arrange- 
ments which are so inspired can work successfully; and it would be both 
foolish and dangerous to indulge the hope that we may compensate ourselves 
for having to accept American demands which we know to be unreasonable 
by pressing demands on other countries that will seem no less unreasonable to 


them. 
H. D. HENDERSON. 
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THE RELATION BETWEEN BIRTH RATES AND ECONOMIC 
ACTIVITY IN SWEDEN 1920—1944 


The birthrate has declined during the present century by more in Sweden 
than in most other countries. The minimum level was reached in the 
years 1933-4 with only 13.7 births per 1,000 of the population, thus providing 
only about three-quarters of the number needed to maintain the population 
constant in the long run. The discussion of the population problems led to 
the appointment of a Royal Population Commission in 1935. The commission 
made a thorough investigation and suggested a number of economic measures 
to arrest the downward trend. Yet in spite of increasing birth rates in the last 
few years the principal problems remain unsolved, and a new Royal Popu- 
lation Committee has been working since 1941. 

In order to understand population trends and their implications it was 
thought useful to investigate to what extent the annual change in marriage 
and birth rates depend on trade activity. A summary of an inquiry, made at 
the request of the Swedish Population Committee! may be of interest to 
your readers, since population problems are being discussed all over Europe. 

The inquiry is limited to the period since the first world war, because this 
period is of the greatest relevance to future policy. The first part of this 
article analyses the development between the two great wars in some detail ; 
the second part surveys briefly the impact of the war on our data. 

The total number of marriages during the years 1921-43 and the marriage 

TaBLE 1.—Marriages in Sweden 1921-43. 


Number Marriage rates 
of marriages | |_——————__, —________ 
Year ; A icultural 
All Sweden Stockholm Other Non-urban pee 
towns areas ties 
1921 39,600 9.39 7.19 6.23 
1922 36,800 8.82 6.86 5.66 
1923 37,800 9.46 7.26 5.67 
1924 37,400 9.25 7.01 5.60 5.34 
1925 37,400 9.08 7.01 5.61 5.42 
1926 38,300 9.92 6.87 5.73 5.54 
1927 39,000 10.02 7.06 5.79 5.63 
1928 40,500 9.74 7.51 5.99 5.85 
1929 41.700 10.04 7.75 6.13 5.75 
1930 43,900 10.77 8.16 6.36 5.85 
1931 42,900 11.01 8.08 6.07 5.55 
1932 41.700 10.22 7.79 5.92 5.54 
1933 43,400 9.94 g.00,. | . 636 6.05 
1934 48,100 10.46 9.2509") FE 6.48 
1935 51,300 11.53 2:94) chia aa 6.70 
1936 53,300 12.25 10.37 7.28 6.74 
1937 55,600 12.59 10.73 7.59 7.00 
1938 58,100 13.52 11.20 7.81 7.29 
1939 61,400 14.75 11.88 8.05 7.49 
1940 59,200 14.13 11.30 771 7.08 
1941 58.100 13.68 11.09 | 7.50 6.84 
1942 62,400 14.31 10.75 | 7.94 ; 
1943 61.600 13.65 1151 Sa eye 


1 For a more detailed st ivi 
atement, giving among other things the analysed seri 
number of graphs and an entire description of the methods ae for the anatytis ihe oe tee 
is referred to the Swedish series of official investigations, ‘ Statens Offentliga Utrednin ar’ 
1945: Statistiska utredningar kring befolkningsfraagan. Stockholm 1945. ~ - pd 
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rates per 1,000 of the population for (1) Sweden as a whole, (2) Stockholm, 
(3) other towns, (4) non-urban areas (including some industrial communities) 
and (5) agricultural communities, are given in Table 1. 

The corresponding figures for births and birthrates are presented in Table 
2. ‘There are also three series of legitimate fertility rates for all Sweden, 
concerning women aged 25—30 and 30—35, having been married o—I, 
o—5 and 5—10 years respectively. 

TABLE 2.—Births in Sweden 1921-43. 


Number Births rates | Legitimate fertility rates 
of All Sweden 
Year births — ; = eee ae 
Agricul. Age Age Age 
All Stock- | Other sep Gomuidehass sbsieanesbe) shtiss 
Sweden holm | towns a fen nities | duration| duration| duration 
| 0—1 0—5 5—10 
1921 127,700 15382 20.10 22.63 23.4 
1922 116.900 13.76 17.86 20.75 21.9 
1923 113,400 13.01 17.01 20.03 21.4 
1924 109,100 12.63 16.29 19.23 20.5 420 270 147 
1925 106,300 12.46 | 15.67 18.76 19.8 420 263 143 
1926 102,000 11.72 4490 18.02 19.4 413 253 137 
1927 98,000 11.14 13.86 17.44 19.0 396 242 129 
1928 97,900 10:91) ea3.75 17.44 19.0 342 240 127 
1929 92,900 10.23 eh yf 16.49 18.1 356 227 i ba ly/ 
1930 94,200 10.77 13.26 16.68 18.2 365 226 113 
1931 91,100 10.70 12.95 15.98 17.6 349 217 110 
1932 89.800 11.41 | 12.75 15.59 17.4 355 213 109 
1933 85,000 10.28 | 11.94 14.80 16.5 335 203 101 
1934 85,100 9.85 | 12.08 14.77 16.2 320 199 101 
1935 85,900 10.36 12:23 14.79 16.1 298 196 99 
1936 88,900 11.24 13.14 15.03 16.0 296 198 104 
1937 90,400 11.48 13.46 15.18 15.8 285 196 , 104 
1938 93,900 T2275 14.25 15.49 16.6 287 198 105 
1939 97,400 13.46 14.83 15°937919716:8 274 197 107 
1940 95,800 13.70 | 1519 520 16.0 288 192 97 
1941 99,700 15.50 15.86 15.51 16.0 280 201 99 
1942 113,600 17.99 18.31. 1730 
1943 124,900 20.02 | 20.43 18.54 


A more detailed differentiation would have been desirable, but the division 
here used may give the main differences between town and country and also 
between farmers and non-farm population. 

Changes in economic activity during the period are represented by a 
composite index of twelve series from which a reference cycle has been calcu- 
lated as a weighted mean of the main series.? It ishere called the Swedish 
Economic Barometer (see Figure 1 and Table 5). 

The methods of statistical analysis differ somewhat from those used in 
other investigations. They are as follows : 

(1) The long period changes (the trend) have first been roughly eliminated 
by using a linear function of time. 

(2) The percentage changes from one year to the following have been 


calculated for each series. 

2 (1) National income per head of population aged 15 to 65 (in stable money value) ; (2) 
Indugtrial production (in stable money value) ; (3) Number of registered industrial workers ; 
(4) Estimated volume of employment ; (5) Unemployment percentage ; (6) Applications 
for work per 100 vacancies ; (7) Production of pig-iron ; (8) Volume of foreign trade (in 
stable money value) ; (9) Annual real earnings of industrial workers (in stable money value); 
(10) Price index of agricultural products (in stable money value) ; (11) Ton-kilometres of 
goods ; and (12) Number of bankruptcies. 
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(3) These percentage figures have been adjusted in proportion to their 
dispersion in order to get graphically comparable figures. ‘The adjusted 
figures are here called ‘ standard variations’. 

(4) The standard variations for the population movement series are given 
in Tables 3 and 4. The standard variations in marriages and births for all 
Sweden are represented in Figures 2 and 3. 

(s) The connection between marriage and birth rates and trade cycle 
movements has first been measured by correlation coefficients. As a linear 
trend does not, however, eliminate the time factor entirely, and some time 
influence is seen to be left in some of the standard series, this factor has been 
further eliminated by the calculation of partial correlation coefficients. 


TABLE 5. —Economic barometer for Sweden 1922-43. 


Barometer Barometer Barometer 

Year figure Year figure Year figure 
1922 +0.93 1930 —0.89 1938 —0.67 
1923 +1.41 1931 —1.97 £939 +0.49 
1924 +0.01 1932 —1.97 1940 —1.01 
OZ 4+-0.49 1933 —0.17 1941 —0.81 
1926 —0.12 1934 +1.78 1942 +0.28 
1927 —0.29 1935 +0.86 1943 +0.39 
1928 +0.07 1936 +0.72 

1929 +0.32 1937 +0.91 


(6) Partial correlation coefficients have been calculated with time-lags of 
—I, 0, 1, 2and 3 years. A parabola has then been fitted to the values obtained, 
and the maximum correlation and the corresponding lag have been calculated. 

(7) Instead of using correlation coefficients for indicating the connection 
between trade cycles and population movements, we calculate to what extent 
the trend-freed variations of marriage and birth rates are connected with 
economic activity. 


The connection between marriage rates and economic activity. 

The following table gives the maximal correlation between nuptiality and 
economic activity and also the percentage figures, showing how much of the 
time-freed variations of nuptiality can be attributed to fluctuations of 
economic activity. 


: : Percentage of the time-freed 
Population group Maximal variations of marriage rates due 
correlation’ to change of economic activity 


Stockholm oot ae dec we ae 0.61 ZLo% 
Other towns ... nas otk ROS ote 0.73 SK 
Non-urban areas (incl. some industrial com- 

munities) ... Ae fio = Sac 0.84 46% 
Agricultural communities... sce outs 0.71 30% 
AN Sweden’ “ncn Ml ot VEST emG wae 4407 


‘The time lags giving maximum correlation between Marriage rates and economic 
activity are (in years): Stockholm 1.0; Other Towns —0.0; Non-urban Areas —0.2 - 
Agricultural Communities —0.9; All Sweden —0.2. The difference in time lags for the 
various population groups is partly due to the fact that the economic barometer does not 
represent adequately the changes in the economic conditions of these populations. An 
economic series which reflects more truly the conditions in the capital yields a time lag of 


about 0.8 years, and the correlation of agricultural prices with marriage rates one of 0.5 
years. 
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For the whole of Swedish population 1922-1939 we get a percentage of 
44 per cent. Allowing for the shortness of the period, we may thus say that 
about four-tenths of the time-freed variation of the marriage rate depend on 
changes in economic activity. 


The conditions differ slightly for different strata of the population. For 
the non-urban areas we have about the same value as for the whole population. 
For the town population, however, the dependence is seen to be lower. For 
Stockholm two-tenths and for other towns three-tenths of the variations are 
due to changes in economic activity. In fact, the true proportion may be 


192] 25 30 35 40 1943 


cept as 


i 


4921 25 30 55 40 1945 


Figure 2. Marriages in Sweden 1922-43. Standard variations. 
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higher at least for Stockholm, as the Economic Barometer is not a reliable 
measure of the economic conditions of the capital. For the farm population 
the dependence percentage is three-tenths. 


The connection between fertility and economic activity. 


The following table gives the connection between the standard variations 
fertility of rates and economic activity. 
| Percentage of time-freed and 
Population group Maximal marriage-freed variations of 
correlation! birth (fertility) rates due to 
economic cycles 


Stockholm 0.61 Zier 
Other towns ; ies ie enc one 0.72 SE 
Country (incl. some industrial communities) 0.58 toe, 
Agricultural communities at ans 0.42 9%; 
AIS wedens ies ea Ae ee as 0.61 PAIS 


1 Maximum correlation between birth rates and economic activity is obtained by the 
following time lags (in years) : Stockholm 1.7 ; Other Towns 1.8 ; Non-urban Areas 1.7 ; 
Agricultural Communities 1.5; All Sweden 1.6. 
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my 1) 40 1943 
Figure 3. Births in Sweden 1922-43. Standard variations. 


After eliminating the effect of time and of marriage rates, we find that 
two-tenths of the remaining variations of the birth rate depend on economic 
activity. For the whole of Sweden and for Stockholm we obtain the same 
value, but for the agricultural communities only one-tenth. The latter is 
representative of the farm population, and we may assume, therefore, that it 
holds good for the farm population in the non-urban areas, while the non- 


Rr 
ipare 
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farm elements in this group show the same percentage dependence as the 
group ‘other towns’. In other words, the rates of the non-urban groups 
are a mixed average half way between those of the urban and rural com- 
munities. 

The lower dependence on economic activity within the farm population 
seems to be connected with the fact that fertility is relatively high and not 
subject to deliberate limitation to the same degree as in other population 
groups. For the non-farm population fertility is more closely related to 
economic activity. One may presume that economic conditions are of greater 
importance for families with two or more children than for childless families, 
and since families with no child or one child dominate in the Stockholm 
population, this may explain the lower percentage of dependence. 

To sum up, fertility within populations of families with few children 
undoubtedly is associated with economic activity. For the farm population 
with its somewhat higher fertility there is little such dependence. The data 
also fit the theory that the desire for social and economic security is of greater 
importance for families which have already one or two children than for child- 
less couples; it will need a greater inducement to raise the size of the former 
to the politically desirable level of three or more children than to induce 
the latter to increase the family size. 

Apart from the connection with economic activity fertility may be influ- 
enced by economic prospects in other ways also. A far-sighted economic and 
social policy should thus be capable of modifying the trend of birth rates and 
fertility rates which we have observed in recent decades. 


Population movements and economic and political conditions during the war. 


A study of birth and marriage rates has also been carried out for the period 
1939 to 1944. Again it was found that economic conditions influenced 
marriage and birth rates, but also that political incidents during the first 
years of war left their prints in the birth statistics. 

Marriage rates have been extremely high during the last few years in 
comparison with the inter-war period. The annual number of marriages 
during the last 5—6 years amounted to about 60,000, while it was only 
43,00 around 1930. ‘The increase during the first few months of the war is 
particularly noticeable. This may be partly due to psychological factors, but 
it is also accounted for by the legalisation of earlier relationships in order to 
obtain the benefit of soldiers’ allowances. After 1940 it is difficult to discern 
any clear connection between the variations in marriage rates and the 
economic and political developments. 

For the study of fertility during the years 1939-44, the normal seasonal 
variations have first been removed. ‘lhe remaining variations, antedated by 
nine months, have been compared with a production index adjusted for 
seasonal variations, and with major events of the war. 

It will be noted that already the Munich crisis in August-September 1938, 
and still more the attack on Poland and Britain’s declaration of war in 
August 1939, were associated with considerable falls in frequency of pregnan- 
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TABLE 3.—Standard variations in marriage rates 1922-43. 


Marriage rates 


Other 
towns 


—1.85 
+0.35 
1.57 
—0.81 
+120 
ny 
+0.63 
—0.04 
40.44 
—0.85 
142 
—0.04 
+2.26 
41.02 
40.35 
+0.20 
+0.37 
+0.78 
$57 
—=0.92 
tis 
+1.00 


Agricultural 
Non-urban communi- 

areas ties 
—3.68 

—0.74 
—1.16 

—0.68 —0.06 
—0.06 +0.24 
—0.39 0.00 
+0.39 +0.67 
+0.06 —0.94 
+0.48 +0.06 
—2.06 —2.00 
—1.42 —0.49 
+1.16 +2.37 
+2.16 +1.67 
+0.94 +0.67 
+0.06 —0.27 
+0.77 +0.76 
+0.29 +0.85 
+0.45 +0.39 
—1.94 —2.00 
—1.39 —1.40 
+1.32 
—1.03 


TABLE 4.—Standard variations in birth and fertility rates 1922-43. 


Birth rates 


Legitimate fertility rates 


All Sweden 


—$]¥—_——————| —_ $< — — —_|_ ais _—— 


20 
Number of 
matriages 
Year 
All Stockholm 
Sweden 
1922 a5} 10) —1.81 
1923 —0.33 +0.82 
1924 ==1-30 —1.00 
1925 —1.01 —0.93 
1926 0.27 41.29 
1927 —0.35 —0.34 
1928 +0.18 =tr07 
1929 0.00 +0.10 
1930 +0.62 +0.95 
1931 —1.48 —0.04 
1932 —1.57 —1.89 
1933 +0.38 —0.97 
1934 +2.40 +0.56 
1935 +1.15 SEES y) 
1936 +0.35 +0.80 
1937 +0.59 -+0.14 
1938 +0.59 +1.05 
1939 +0.98 Jey ete 
1940 —1.66 —1.25 
1941 —1.74 —1.01 
1942 +2.13 +0.52 
1943 —1.01 —1.28 
Number 
of 
births 
Year 
All Stock- Other 
Sweden holm towns 
1922 —2.34 —1.66 —2.36 
1923 —0.57 —0.98 —0.84 
1924 —0.82 +—0,.52 —0.72 
1925 —0.41 0.00 —0.61 
1926 —0.89 —1.06 —0.89 
1927 —0.85 —0.86 —1.36 
1928 +0.36 —0.30 EFO2 
1929 —1.23 —1.08 —0.70 
1930 +0.89 +0.83 +0.44 
1931 —0.63 +0.15 —0.23 
1932 0.00 +1.08 —0,05 
1933 —1,27 —1.60 ——1.,19 
1934 +0.47 —0.81 +0.61 
1935 +0.73 +1.01 +0.63 
1936 1.58 +1.44 +2.08 | 
1937 +1.01 +0.44 +0.91 
1938 +1.71 +1.86 +1.75 
1939 +1.68 0.90.) i 31 
1940 —0.03 +0.37 +0.93 
1941 +1.71 +2.28 +1.40 | 
1942 +5.10 +2.75 | +4.04 | 
| 1943 | +3.74 +1.91 | +3.10 | 


Agricul 

urban | Commu: 
areas nities 
—2.46 | —1.93 
—0.71 | —0.36 
—0.89 | —1.12 
—0.32 | —0.76 
—0.86 0.00 
—0.57 | —0.40 
+0.61 | +0.60 
—1.36 | —1.16 
+1.04 | +0.80 
—0.89 | —0.60 
—0.21 | +0.20 
—1.21 | —1.37 


+0.61 0.00 
+0.71 | +0.60 


|; +1.29 | +0.40 


+1.07 | +0.40 
+1.46 | +2.73 
+1.79 | +1.49 


—0.86 | --1.24 
+1.50 | +0.92 
+5.00 | 


est seco il 


Age 


Age Age 


25—30 | 25—30 | 30—35 
duration] duration} duration 


0—1 


+0.77 
+0.27 
—0.47 
+0.56 
—1.98 
+1.60 
—0.71 
+1.48 
—0.85 
—0.36 
—1.10 
+0.86 
—0.06 
+1.39 
—0.27 
+2.84 
+0.44 


o—5 5—10 


+0.04 | —0.33 
—=<4.14) 0550 
418 dG 
+0.70 | +0.28 
AGP S163 
+0.83 | —0.33 
—0.88 | —0.17 
+0.26 | 40.55 
pa le 
+0.09 | +0.64 
+0.31 | +0.28 
4-162.) 21,97 
+0.79 | +0.72 
41.40. | 4.1.27 
+1.05 | +1.22 
0.13 PA 99 
+3.25 | 41.44 
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cies in Sweden. The fall became more evident when Finland also came into 
the war on November 30th, 1939. When peace was concluded between 
Finland and the Soviet Union, the number of pregnancies increased again. 

When the Germans occupied Denmark and Norway on April gth, 1940, 
war came nearer Sweden, and we find a considerable diminishing in the birth 
rate of nine months later. For the whole population the greatest decrease 
amounted to 15 to 20 per cent, but for the larger towns it was about twice as 
great. After some months, however, the frequency had recovered to the 
‘normal’ level. The total loss of births as a result of the war is estimated at 
5,000. Part of this may have been a deliberate limitation of conception 
frequency; but some part is also due to the calling up of a large number of 
married men for military service. It is interesting to note that the reaction 
during the Finnish winter war was greatest in the neighbouring Swedish 
capital, while the influence of the occupation of Denmark and Norway was 
most visible in the towns of Malmo in South Sweden and Gothenberg in the 
West. 

On balance it may be said that the war affected birth and marriage rates in 
Sweden very little, and the same seems to be true for the period after 1944. 
Gradually the economic factors, which were the main subject of this study, 
will reassert their influence on population changes, but some time must 
elapse before the interdependence of birth rates and economic developments 
can again be ascertained statistically in the post-war world. 


Docent HANNEs HyYRENIUS, 
Statistical Institute, Lund. 
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TABULAR APPENDIX. 
EDITORIAL NOTE 


Each number of the BULLETIN will, as announced, contain a series of tables 
designed to show significant developments of the various national economies 
since 1938. In the present transition period when more statistical information 
will gradually be released, the selection of the most relevant economic series 
and the number and layout of tables will be kept flexible. 

Tables relating to British economic developments, called Series A, are 
given below. They will alternate with tables relating to the United States of 
America and to a group of European countries which form Series B. 

As far as possible 1938 -is taken as the base year for index numbers. 
Absolute figures for any year are generally given as monthly or quarterly 
averages to ensure comparability. Detailed information about the different 
series can be found in the sources quoted. 

Explanation of symbols used. 

(..) — figure is provisional or approximate. 

N.A. — figure is not available. 

— — figure is negligible. 


A. ECONOMIC DEVELOPMENTS IN GREAT BRITAIN. 


TABLE I 
Employment by Industries in Great Britain 
Total , Ins. Empl.s 
Million persons employed Mid |‘ Mid | Mid 1945 |) 1945 
1939 | 1943-| 1945 | Sept. Oct. |i Oct. 

1. Metal & Chem. Ind. nee N.A. N.A. 4.35 3.95 13.78 3.74 

(a) for Civilian Use «- | 2.04* ; 0.92 1.21 T.04, |) L585: N.A. 

(b) for Supply of Forces NEAL P NA, Sh1L4" | 2S ares N.A. 
2. Other Manufactures sae EOIN Acs eENEA 2.58 2.64 2.69 2.49 

(a) for Civilian Use ... | 3.63 | 1.75 | 1.82 | 2.01 | 211 || waa. 

(b) for Supply of Forces... | N.a. N.Aawy 0.76 0:63: O58 NAL 
Total Manufactures --- | 6.90! | 7.85% | 6.93 6.59 | 6.47 || 6.23 

% for Civilian Use “ee Sr ob ose 44 55 Serer Gre Mh 
3. Basic Ind. and Services... | 4.68 | 5.03 Seki S E247 SA's N.A 

Agriculture, etc... «| 1.41 | 112 | 1.41 NAA. 

Mining and Quarrying ... |  .87 82 82 704 

Gas, Water, Electr. the ae he 20 .20 | ‘17 

Transport, Shipping, N.A. | NA. ; 

Fishing ... $e teed 4 AGATE eh ad. LOeee 126 

Govt. Service (Nat.+Local)| 1.39 | 1.79 1.79 | NA 
4, Building and Civ. Eng. ... | 1.31 | 0.73 | 0.72 | 0.79 | o.s1 || 72 
5. Distributive Trades ... | 2.89 | 2.01 | 1.96 | 1.90 | 201 || 1/56 
6, ‘Other'Services: ... Gece heck 1 Ae HL 1.49 1.50 1.51 NA. 

Total Employed’... see IGL7.OU | LTA Geek 15.98 ' 15.90 | 10.72 


Source: Ministry of Labour. a- 
1 Including 1,27 million engaged in producing equipment and suppli 

i ; illi f } s ies for F ; 
? Including 5,18 million engaged in producing equipment and supplias for Peeced 


* Excluding lor ili ; ys : : 
aks oy g Forces and Auxiliary Services, Civil Defence and Police, and private domestic 


4 Coal Mining only. 
5 Agriculture, Mining and Quarrying, other than coal minin i 
gricul MM Qu g, g, National and Local G “ 
ment Service, Railways, Shipping, Dock and Harbour Service and Professional Servite 


omitted from the figures. Two women, insured and in + 
. counted as one unit. part-time employment, have been 
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TaBLE II 
Regional Distribution of Insured Persons and of Numbers of Registered Unemployed 

: (000’s). 

Insured Persons? Registered Unemployed?* 
alvin. 1939 |} 1943 1945 1945 Nov 45 

London and S.E. 3,665 3,024 2,861 x 11.6 19.8 
Eastera os 737 729 676 ; 21: 4.0 
Southern eo 629 - 669 619 43 1.8 1.7 5.4 
S. Western 737 756 698 34 2.0 2.8 6.6 
Midlands... 1,501 1,534 1,378 82 2.4 8.1 22:5 
North Midlands 1,098 1,051 979 71 127, 2.0 5.4 
North and Eastern 1,437 1,333 2374 121 4.9 6.6 14.5 
North Western 2.396 2,250 2,072 286 10.2 13.1 39.8 
Northern... 850 832 817 116 7.7 boy) 37.4 
Scotland ane 1,650 1550 1,463 190 16.7 22.0 50.5 
Wales we 687 721 678 106 9.7 ley 59.8 
Northern Ireland 348 370 358 70 17.2 N.A, 24.3 
) __ Total aie 15,157 | 14,292 ! 13,300 1,326 91 103* 290.7 


Source: Ministry of Labour Gazette. 

1 Estimated number of insured persous aged 14 and over under the General Scheme and 
the Agricultural Scheme in July in each Region as contributed in July 1945. 

? Number of wholly unemployed persons registered at Employment Exchanges - 
including casuals and temporarily stopped. 

8 Excluding Northern Ireland. 


Taste III 
Symptoms of Investment Activity in U.K. 


Monthly average rates : 1938 


A. Output of Cement (000 tons)... 643 358 | 373 | 325 | 364 | 396 
Index no. (1938=100) «| 100.0 55.7 | 58.0 | 50.5 | 56.6 | 61.6 
. Output of Bricks? (million) ... 625 101 | 101 88 | 102 | 119 
Index no, (1938=100) sos ie 00:0 16.2 | 16.2 | 14.1 | 16.3 | 19.0 
Jan. to June. July to Sept. 
C. Home deliveries of steel ingots 819 993 906 
and castings (000 tons) 5 : 
Index no. (1938=100) 100.0 | 139.4 121.3 110.8 


~ Sources: A and B, Hansard 20-12-1945. 
C. Board of Trade Journal and Accounts Relating to Trade of U.K. 
1 1938 figures refers to sales, 1945 figures to output. 


TaBLe IV 
Coal Production and Employment 
ae 1938 1943 1944 1944 19451 


Quarterly Averages | 3rd qr. 4thqr. Ist qr. 2ndqr. 3rd qr. 


—— 


eet Coal— as 
Saleable c roduce 
(000 oie) she ... 56,748 48,623 46,025 | 43,971 46,819 45,497 43,687 39,672 
; ber of effective* 
poke catiacs (000’s)... N.A. 646.6 641.6 | 615.1 651.5 647.7 648.8 592.6 
\Opencast Coale— 


' 1 produce 
| e000 <nky. 4 — 1,107 2,162} 2,902 2,010 1,887 2,208 2,051 


a i eae ee eee 
Sources: Ministry of Fuel and Power Statistical Digest and Board of Trade Journal. 


1 Provisional figures. 
2 Effective eee exclude those absent for the whole of any week. 
3 (;overnment opencast operations were commenced in 1942, 
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TABLE V 
Retail Sales ied New Supplies of Certain Consumer Goods (1943= dea 
(ent Opa iainesiae L036 1944 1945 1944 — 1945, 
Jan.- July- Sept.- | July-  Sept.- 
June Aug. Oct. Aug. Oct. 
Index Numbers of Retail Sales : 
Total Sales ... au 96 107 110 104 108 108 - 115 
Food & Perishables... 90 105 109 106 103 110 105 
Non-Food 
Merchandise neat all) 109 110 99 116 106 131 


ee ee ee ee ee eee eee 


Index Numbers of New Supplies for the Home Civilian Market.4 


Footwear... «| (140)4 95 94 95 Gia 3s 95 97 

Other Clothing bol) (CE 90 85 94 90 85 N.A. 
Furniture and 

Furnishing ..-| (420)4 124 113 134 185? 185 N.A. 

Hardware ... ..-| (280) ¢ 99 91 99 104 112? N.A. 

1935 July- July- Sept. 

Sept. Sept. 
Tobacco? ___... son es ZA) 100 95 N.A. 99 100 109 


Source: Board of Trade Journal. 

1 The clothing items based on coupon values: the other two according to value at pre- 
war prices, ; 

? Provisional. 

3 Clearances for Home Trade (235 million Ibs. in 1943). Supplies for N.A.A.F.I. overseas 
are not included. 

4 Only very roughly comparable, If it were possible to calculate comparable indices, they 
would probably be higher, except in the case of hardware. 


TABLE VI PRICES 
1. Retatl Prices 


General Market Ministry of Labour Cost of Living Index! ~ 
Price Index 
1944 1944 1945 1945 
yearly av. yearly av. av. Jan.- July Sept. Nov. 
(av. 1938 =100) June 


(av. 1938=100) 


Food won ere 1345 120 120 125 120 120 
Rent ok. einer, 1027 102} 103 104 104 104 
Clothing ... ... 1794 165 166 166 165 165 
Fuel and light ... 133 142 149 152 152 152 
Miscellaneous wey L584 166 166 166 167 167 
Attyivems "ts 1532 129 130 133 130 130 


Sources: Cmd. 6623 (see BULLETIN, Vol. 7, No. 14) and Ministry of Labour Gazette, 
1 Prices on 1st of month. 


2. Board of Trade Index <i Wholesale Prices. 


~~ (1938= 100) | 1638 | 1939 | 1940 | 1943 ) 1944 | 1944 | 1945 | 
Sept. | Sept, 
Basic Materials oe: ASA 100 107 159 187 198 200 203 
Intermediate Products  ... | 100 102 139 164 168 189 175 
99 119 138 141 143 143 


Manufactured Articles bak | 100 
All Articles ... a5 | 


101 138 161 164 165 167 


101 117 151 


Building Materials ... a 
Source: Board of Trade jeenel 
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3. Average Values of Imports and Exports. 


“| imports 5... y E 
(1938 =100) Ry sasha = 
1944 1945 1939 1944 1945 
Jan.- Jan.- Jan.- Jan.- 
Sept. June Sept. Sept. 
Food etc. ee zing 99 165 N.A. 101 169 189 
Raw Materials aie 101 207 N.A. 99 203 215 
Manufactures ape 106 214 N.A. 97 179 185 
| Total Imports BoC 101 191 N.A. 97 178 185 


Source: Accounts relating to the Trade of the U.K.; Bank of England, Statistical 
Summary. 

1 Not strictly comparable owing to the inclusion of munitions, which are excluded from 
the 1944 and 1945 series. 


4. ‘ Fairplay’ index of Shipbuilding Costs 


Mid-January | 

1938 1939 1940 1941 1942 1943 1944 | 

Cost perton!/ ... aL uty las 16.2 20.0 20.0 21.4 21.9 | 
Index no. (1938=100) ... 100 94 135 167 167 178 15277 


SOUsCE |; < Fairplay’ Annual Journal of British Shipping Finance. 
1 Cost of a ‘ new, ready, single deck steamer of 7,500 tons deadweight, of a bare specifica- 
tion.’ 
TaBLeE VII. Professor Bowley’s Index of Wage Rates . 
Average 
weekly Av. Dec | Mari July Oct. 
wagerate| 1944 1944 1945 1945 1945 


1938 (av. 1938=100) 

Men (mainly times rates) Ss. d. 
Engineers: fitters oes 2o0 oo) LOOMED 137 139 139 145 145 
+ labourers ... Ree ws 49 4 149 152 152 160 160 
Shipbuilders oe ie aos ae OS: 10 146 147 147 156 156 
Railways ... wee A se (ah Ot a O 139% 141 141 141 154 
Dock labourers ... “oe woe See ABU Gils ARS | ais: 123 123 123 
Building : bricklayers ... ue soe Wee tl 124 128 128 133 133 
labourers... ce sen O44 130 134 136 141 142 
Local Authorities: labourers ... 56 0 136 141 141 144 144 
* tram drivers and conductors 63 84 135% 139 139 139 139 
re lorry drivers . aie or OS ee |  L3l 132 132 137 137 
Printers’ Compositors ... Tied] 125 125 125 125 125 


iCoal mining (av. earnings per man-shift) 64 2 193 199 200 207 (207) 
Agricultural Labourers (av. county 


“minimum) wis sin - som ot, 10 189 189 203 203 203 
Men and Women 
Cotton (piece rates) ves wis cis eS 156 156 156 172 172 
Wool (time and piece rates) mae oe sould 145 146 146 146 146 
Women (Trade Board eked 
Boot-making... as cS Lad 135 138 138 138 138 
Confectionery... BO ae noo aed Lf aa) BY 159 159 159 169 
Tailoring ... ies Ser sas eo OS ae 45: 153 1153 153 153 
Shirt-making... sch ae 7) 38 ve |) 1444 153 153 153 153 
Tobacco ... ae nds 206 ..- 38 9% | 129 129 130 132 zy 
Weighted Average wag aie nas 146 149 150 155 157 
Min. of Labour Index of Wage Rates _ — 143-1454 Wray o GNLAG euNese 


Sources: Professor Bowley’s Index, from Bulletins of the London and Cambridge 
Economic Service, substituting latest figures of earnings in coal mining. Ministry of Labour 


Index from M.L. Gazette. 
1 Rates current on 15th of month. 
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TABLE VIII. ForREIGN TRADE 


1. U.K. Imports, Exports, and Re-exports 


1938 "1945, 1945 | 
Jan.-Sept. Jan.-June July-Sept. 
Imports! Exports? Imports! Exports* Imports! Exports? 
(£ million per month) 
France and N. Europe 20.3 £02 4.6 6.2 10.8 8.5 
WES: Seles - ane 1.6 0.5 0.4 1.4 0.4 1:5, 
Rest of Europe ; 4.0 2.7 3.4 1.4 ney 16S 
Other Mediterranean 
countries ... eZ 1.0 2.7 1.3 2.0 ded 
Rest of Africa 3.7 5.3 6.7 5.8 6.5 5.6 
Asia ... 10.0 6.4 7.1 3.4 5.8 4.0 
Oceania : 10.1 4.8 9.9 4.1 10.6 Sut 
N. America ... 16.5 oy) 54.0 3.5. 41.2 3.6 
Central America and 
W. Indies . : 2.9 0.9 4.6 0.6 3.8 0.7 | 
S. America ... 5.8 2.8 6.1 UU 8.3 1.6 
Total British coun- 
tries ae 30.9 19.6 43.9 16.5 45.1 1 eg ht 
Re-exports 0.6 0.2 0.5 
Total foreign countries 45.7 19.7 aod als: 46.0 15.8 
Re-exports 2.8 3.6 4.4 
Total all countries ... 76.6 39.2 99.6 28.8 91.1 32.9 
Re-exports Sa 3.4 3.8 4.8 
Source: Accounts relating to Trade of U.K. 
1 Total Imports. 
3 Exports of U.K. Produce and Manufactures. 
2. United Kingdom Imports of Ceriain Commodities 
Commodity 1938 1944 1945 1945 


Jan.-June = July-Sept. 


Thousand tons per month 


Wheat and flour... ce is 455 302 305 447 
Maize and feeding stuffs ... 283 411 18 76 43 
Meat 6 ses es eS 129 148 109 83 
Butter “a8 aes ae Le 39 13 17 19 
Fruit ... Fes wes Ee “ee 219 21 82 29 
Tobacco noe ane San $4 13 8 17 9 
Iron ore : 430 181 299 403 
ee softwood, |, pitprops and 
pulp ese 803 183 160 44 

Cotton! Scr ‘ise wee de 43 30 31 33 
Wool’... e: a i. i 23 19 12 26 


Source: Accounts relating to ‘Trade of the U.IN. 
1 Retained Imports. 
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3. Exports of Produce and Manufactures of U.K. 


: Index Numbers of Volume per month 
Class of Article 1938 1944 1944 1945 1945 
Jan.-June July-Dec. Jan.-June July-Sept. 


eee ee 


Food, drink and tobacco “3 100 32 30 80 a0 
Coal — one Ses aes fe 100 9 5 5 8 
Machinery... Ls Ace sais 100 48 36 45 45 
Cotton yarns and manufactures... 100 33 33 35 Ay 
Woollen and worsted yarns and 

manufactures ... 100 29 33 40 34 


Silk and artificial silk yarns and 


manufactures ... 100 125 135 140 128 
Chemicals aan ok oe oats 100 82 78 91 118 
Vehicles... <a ei nae 100 12 14 16 PA | 
All Exports eo ae ot enki) 31 31 40 46 | 

Price Index ‘ 
All Exports wars... . +: £ (100 177 179 185 185... 


Source: Accounts relating to Trade of the U.K. 


4. Retained Imports, Exports of U.K., and Balance of Trade 


Monthly average (£ million) 1938 1939 1944 1945 1945 
Jan.-June July-Sept. 
Retained Imports oe epi f 70.0 108.3 95.8 86.3 | 
Exports of U.K. produce So. 3 36.8 21.5 29.0 33:0 
Balance ... wa ae <- 32:2 S32 86.8 66.8 33:3 


Source: Accounts relating to Trade of the U.K. 


5. Britain’s Foreign Holdings and I iabilities 


£ million 
1938 1944 Mid-1945 
probably more probably less probably less 
British Long-term Overseas than than than’ 
Investments (net.)! ... ote 3,700—4,450 2,350—3,000 2,280—2,940 
British Gold and Foreign Ex- 
change Reserves (net)? aa 864 (31 Aug.) 421 (31 Dec.) 453 
British Short-term Liabiliti 
(net)® ... a wg cae 760 787 |e Bid 3,052 
Income from foreign invest- 
ments (net) p.a. sale sre 200 N.A. 97 


1Sir Robert Kindersley, Economic Journal, 1939: Cleona Lewis, Debtor and Creditor 
Countries, 1938, 1944. Washington, 1945: and Cmd. 6707. The Kindersley figures for 1938 
represented, in all probability, a serious understatement. Even the higher figure was still 
probably too low. 

2 Excluding dollar liabilities or liabilities to convert U.S. holdings of £ into $. (Cmd. 6707, 
p. 10-11). 

3 Plus £300 million loans (ditto). 

“Plus £303 million loans (ditto). 

5 Apart from the known liquidation of foreign investment there is an unknown but sharp 
depreciation of other foreign assets. The increase in long term commitments, footnotes (3) 
and (4), are taken into account. 
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